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Foreword 


The  materials  presented  in  this  publication  offer  a  number  of  in- 
teresting and  unusual  insights  into  one  of  the  major  problems  of  our 
economy — urban  renewal — and  the  vast  array  of  subjects  that  are  in- 
terrelated with  it.  This  publication  is  especially  interesting  in  that  the 
experiences  of  a  city  abroad  are  drawn  upon  to  provide  insights  into 
some  of  the  proposals  that  have  been  made  in  this  country. 

Mr.  Bodfish  has  been  a  student  of  the  broad  areas  of  land 
economics  and  urban  economics  throughout  his  active  career.  He  has 
combined  the  building  of  a  major  financial  institution  with  trade 
association  work  and  a  variety  of  civic  and  community  services.  This 
variety  of  activities  and  interests  has  provided  Mr.  Bodfish  with 
unusual  capacity  to  assess  and  evaluate  problems  of  the  type  with 
which  he  deals  in  this  publication.  The  points  of  view  expressed 
here  are,  of  course,  his  own.  The  subject  is  a  controversial  one; 
answers  to  problems  are  not  easily  found. 

We  are  pleased  to  make  these  materials  available  in  the  hope  that 
they  may  be  of  benefit  to  business  executives,  public  officials,  and 
students  of  the  subject. 

Arthur  M.  Weimer 
Dean,  School  of  Business 
Indiana  University 
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Morton  Bodfish  Chairman  of  the  Board  and  President, 
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CLEARLY,  one  of  the  major  concerns  of  American  social  and  eco- 
nomic enterprise,  in  the  next  decade  or  two,  will  be  a  massive, 
continuing  attack  on  the  problems  of  decay  and  deterioration  that 
have  long  afflicted  our  large  cities.  The  early  signs  of  a  large-scale 
urban  renewal  movement  are  easy  to  read;  they  are  the  traditional 
signs  of  American  reform  movements.  Committees  are  being  formed, 
indignant  voices  are  being  raised,  books  are  being  written,  new  kinds 
of  experts  are  coming  forward,  pilot  projects  are  being  launched, 
state  and  federal  laws  are  being  proposed  (some  have  been  passed), 
and  political  upheavals  are  occurring  in  the  cities  themselves. 

As  yet,  there  are  few  physical  results  of  the  urban  renewal  move- 
ment. This  is  not  surprising.  We  are  still  defining  the  problem;  the 
full  scope  and  the  complex  interrelations  of  the  many  special  problems 
of  urban  renewal  are  being  traced  and  made  public.  One  of  the 
greatest  of  these  problems  certainly  is  housing.  We  are  all  aware 
that  we  cannot  rebuild  our  cities  without  finding  replacement  housing, 
new  or  old,  for  people  whose  homes  stand  in  the  way  of  the  new 
structures.  Even  so  straightforward  a  project  as  the  building  of  an 
expressway  can  become  painfully  entangled  in  this  problem.  Further- 
more, we  are  realizing  that  there  is  no  single,  simple  solution  to  the 
problem  of  renewing  and   replacing   urban   housing.    Especially   we 
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have  come  to  question  large-scale  public  housing  as  a  panacea,  seeing 
it  now  rather  as  an  evasion,  an  unattractive  evasion  at  that.^ 

The  final  form  of  large-scale  urban  renewal  in  America  is  not 
yet  predictable.  It  will  be  shaped  by  the  proposals  and  experiments 
that  are  now  being  made,  but  it  is  not  the  purpose  of  this  article 
to  predict  the  results  of  these  efforts  or  to  show  how  they  ought  to 
come  out.  At  this  point  in  the  urban  renewal  effort,  however,  there 
is  still  time  to  consider  how  some  of  the  key  urban  renewal  proposals 
have  actually  worked  out  in  cases  where  they  were  applied  broadly — 
not  experimentally — and  for  decades — not  merely  for  a  few  years. 
In  this  article,  therefore,  we  will  turn  to  Vienna  to  consider  how 
one  area  of  a  long-term  urban  renewal  effort — the  housing  area — 
was  approached,  the  causes  behind  this  approach,  and  why  it  failed. 

European  urban  renewal  programs,  much  older  than  those  in 
America,  have  long  furnished  examples  to  would-be  improvers  of 
America's  cities.  Usually,  however,  they  have  provided  models  and 
success  stories,  which  were  likely  to  be  detached  from  their  proper 
context.  Vienna's  case  history  is  presented,  as  much  as  is  possible, 
in  the  context  of  urban  blight,  social  need,  and  political  uproar, 
conditions  likely  to  give  rise  to  an  urban  renewal  program.  These 
conditions  existed  in  Vienna  between  1920  and  1945;  they  are  not 
American  conditions.  Yet  this  may  be  helpful  to  the  serious  student 
of  urban  renewal.  Many  of  the  solutions  proposed  were  similar  to 
some  that  have  been  proposed  in  our  own  cities,  and  it  may  be  worth 
while  to  see  how  these  solutions  worked  out  when  desperate  necessity 
gave  them  a  broader  and  more  rigorous  application  than  they  may 
expect  to  receive  in  any  American  city. 

THE    VIENNA   PROGRAM 

Among  the  many  attempts  to  tackle  the  malignant  disease  of  slums 
and  substandard  housing,  that  of  the  city  of  Vienna  deserves  special 
attention.     This    large-scale    effort    was    systematically    planned    and 

1  See  Catherine  Bauer,  "The  Dreary  Deadlock  of  Public  Housing,"  Architectural  Forum, 
CVI  (May,  1957),  140-42.  Also,  Daniel  Seligman,  "The  Enduring  Slums,"  in  The  Exploding 
Metropolis  by  the  Editors  of  Fortune  (Garden  City:  Doubleday  &  Company,  Inc.,  1958), 
pp.  92-114. 
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Steadfastly  pursued  for  more  than  twelve  years  after  World  War  I; 
it  was  resumed  at  the  end  of  World  War  II  after  a  period  of  civil 
and  international  upheaval  that  lasted  until  about  1950,  and  con- 
tinued for  another  decade.  It  has  attracted  students  of  economics 
and  sociology'  of  many  nations  and  has  occasioned  criticism  and  ap- 
plause for  almost  a  lifetime.  From  whatever  standpoint  we  view 
Vienna's  municipal  housing  program,  it  is  no  doubt  an  object  lesson 
in  public  housing  generally;  its  good  and  bad  points,  as  well  as  the 
conclusions  we  can  draw,  throw  some  light  on  one  of  the  most  puzzling 
problems  of  our  time. 

A  study  by  Charles  O.  Hardy,  published  twenty-seven  years  ago, 
can  be  accepted  as  a  reliable  source  of  information  on  the  Vienna 
program  and  as  fair  a  judgment  as  could  be  made  at  the  time.-  The 
Housing  Program  of  the  City  of  Vienna  presents  an  unbiased  and 
detailed  account  of  the  origin,  the  purpose,  and  the  development  of 
an  enterprise  described  as  "one  of  the  most  elaborate  and  carefully 
thought  out  programs  of  municipal  social  service  which  modern 
history  records." 

The  situation  in  Vienna  when  housing  reform  first  began  can 
be  summarized  from  this  book.  In  1918,  a  Social  Democratic  city 
coimcil  took  over  the  government  and  faced  a  housing  situation  that 
was  both  desperate  and  chronic.  Roughly  half  a  million  dwelling 
units  contained  something  like  one  million  living  and  sleeping  rooms 
and  were  occupied  by  approximately  two  million  persons.  The  average 
occupancy  thus  worked  out  to  about  two  persons  per  room,  but  this 
low  standard  was  aggravated  by  obsolescence,  dilapidation,  dampness, 
and  lack  of  light  and  ventilation  in  most  of  the  apartments.  In  ad- 
dition, thousands  of  individuals  and  members  of  families  were  living 
in  caves,  boats,  shacks,  and  under  bridges.  Rent  restrictions,  combined 
with  inflation,  had  made  any  privately  financed  building  venture  for 
rental  purposes  an  absurd  proposition. 

According  to  Hardy,  the  primary  cause  of  the  overcrowding 
and   the   low   qualitative   standards   of   housing   in   Vienna   prior   to 


2  Charies    O.    Hardy,    assisted    by    Robert    R.    Kuczynski,    The    Housing    Program    of    thi 
City  of   Vienna    (Washington:     The   Brookings   Institution,    1934). 
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1914  was  the  heavy  tax  on  gross  rentals — the  Hauszinssteuer — which 
amounted  to  40  per  cent.  This  tax  had  the  effect  of  rendering  home 
construction  on  the  outskirts  of  the  town — where  the  price  of  land 
was  low  and  rents  constituted  chiefly  a  return  for  the  capital  invested 
in  the  house — a  risky  and  unprofitable  business.  New  apartment  con- 
struction, therefore,  tended  to  concentrate  in  an  area  of  intensely 
built  up  sites  covered  with  multistory  tenements.  Hardy  also  names, 
as  secondary  causes  of  the  deplorable  housing  conditions  prevailing 
before  World  War  I,  the  shortcomings  of  building  codes  then  in  force 
and  the  opposition  to  changing  them  on  the  part  of  politically  en- 
trenched property  owners. 

On  the  whole,  the  situation  in  1918  was,  as  Hardy  calls  it,  a 
heritage  of  misery.  The  misery  had  been  aggravated  by  the  preceding 
four  years  of  war  during  which,  while  an  empire  was  risked  and 
lost,  home  building  and  improvement  almost  completely  ended. 

Recalling  these  conditions  makes  understandable  Hardy's  opinion 
that  public  municipal  housing  was  at  first  a  necessity.  We  may  also 
acknowledge  with  him  that  the  Social  Democratic  city  government 
rose  to  the  occasion  admirably  and  that  the  work  was  done  with  ef- 
ficiency, remarkable  speed,  and  honesty.  Had  the  new  rulers  of 
Vienna  confined  their  programs  to  a  limited  period  and  for  a  restricted 
group — the  neediest  families — with  a  view  to  gradually  removing  the 
obstacles  to  free  economic  opportunity,  they  would  have  had  his  full 
approval;  a  successful  cure  of  a  century-old  disease  might  have  been 
effected.  These  were  Social  Democrats,  however,  imbued  with  the 
doctrines  of  their  creed.  The  energetic  and  capable  men  in  charge 
were  expected  not  only  to  meet  a  passing  emergency  but  to  put  into 
practice,  in  the  housing  field,  part  of  the  Marxian  theory  of  public 
ownership. 

The  opportunity  seemed  favorable.  By  keeping  rents  permanently 
far  beneath  the  necessary  return  on  investments,  private  enterprise 
was  to  be  ousted  from  the  home-building  field  and  the  existing  stock 
of  houses  would  lose  its  value.  By  acquiring  the  existing  stock  at 
reduced  prices  and  by  creating  a  municipal  monopoly  of  new  con- 
struction, the  government  would  establish  sole  possession  of  the  city's 
housing.    Hardy   clearly   recognizes   this   plan.     "This   program   is   a 
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housing  reform,"  he  writes,  "not  a  stop-gap  or  emergency  measure. 
There  was  an  emergency  situation  at  the  start,  but  that  was  not  the 
real  reason  for  the  program.  .  .  .  The  objective  is  substantially  free 
housing  for  the  individual  at  community  cost."^  Hardy  states  his 
disapproval  of  the  scheme  on  ethical,  economic,  and  social  grounds. 
However,  at  the  time  he  wrote  his  book  it  was  not  possible  to  appraise 
the  whole  performance  as  completely  as  we  can  today. 

Substantially,  according  to  Hardy,  the  achievement  of  the  Social 
Democratic  government  was  as  follows:  Between  1920  and  1934, 
the  municipality  had  built  about  60,000  dwellings,  or  an  average  of 
over  4,000  per  year.  These  were  somewhat  larger  and  certainly 
hygienically  superior  to  the  majority  of  apartments  furnished  by 
private  enterprise  before  1914.  With  the  addition  of  13,000  units 
erected  by  private  builder  cooperative  societies,  mostly  with  state 
subsidies,  the  total  number  of  dwellings  increased  to  over  600,000 
units  by  the  end  of  1933.  Very  few  of  the  many  unsanitary  and 
obsolete  buildings  had  been  razed,  no  doubt  because  of  a  disregard 
of  standards  in  the  face  of  the  still  existing  need  for  homes.  The 
population  of  Vienna  at  that  time  having  declined  to  less  than 
1,900,000,  the  average  occupancy  had  been  reduced  from  2.0  to  about 
1.7  persons  per  room.  Requisition  and  allocation  of  apartments  by 
the  city  had  improved  the  over-all  distribution,  so  that  no  one  was 
without  shelter. 

Summarizing,  we  can  say  that  there  was  improvement,  as  far  as 
housing  was  concerned.  Everyone  had  shelter;  a  minority,  about  one- 
eighth  of  the  inhabitants,  were  better  housed  than  before,  though 
their  housing  was  still  inadequate.  The  majority  continued  to  put 
up  with  their  old  dwellings,  still  more  neglected  and  decayed,  which 
could  not  be  properly  repaired  and  renewed  because  of  rent  restric- 
tions. There  was  less  overcrowding,  but  emigration  and  the  dwindling 
birth  rate,  not  the  rate  of  home  building,  were  responsible  for  this. 

Everybody  except  subtenants  (who  were  generally  charged  high 
prices  by  the  privileged  principal  tenants)  paid  low  rents,  averaging 
less  than  18-21  per  cent  of  prewar  charges.    These  unrealistically  low 

3  The  Housing  Program  of  the  City  of  Vienna,  p.   103. 
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housing  charges  hurt  not  only  houseowners  and  mortgage  holders, 
but  taxpayers  generally,  and  the  whole  economy.  One  effect  was  that 
the  large  and  growing  volume  of  new  construction  that  ought  to 
have  maintained  the  existing  housing  stock  never  materialized. 

Taxes,  two  in  particular,  supported  the  housing  program:  a 
welfare  tax  (Fursorgeahgabe)  was  levied  as  a  flat  assessment  of  4  per 
cent  on  all  payrolls,  and  a  dwelling  construction  tax  (Wohnhausteuer) 
was  levied  on  the  controlled  rents.  The  proceeds  were  largely  invested 
in  huge  apartment  projects  that  yielded  no  return.  The  harsh  result 
was  that,  in  the  course  of  a  decade,  the  equivalent  of  $100  million 
(in  current  dollars)  was  withdrawn  from  the  economy  and  im- 
mobilized. By  the  end  of  1933,  of  course,  the  world  depression  had 
drastically  reduced  these  tax  revenues,  together  with  those  received 
from  the  Austrian  federal  government,  and  unemployment,  with  its 
added  claims  on  the  budget,  had  reached  alarming  proportions.  This 
was  the  situation  when  the  Social  Democratic  city  administration  was 
overthrown,  and  with  it  the  social  experiment  that  had  strongly  con- 
tributed to  its  downfall. 

PRIVATE    HOUSING    EFFORTS 

Though  municipal  housing  predominated  during  the  Social  Demo- 
cratic years,  mention  should  be  made  of  certain  private  construction 
programs,  if  only  to  show  the  alternatives.  One  such  program, 
started  in  1929,  was  the  federal  government's  Home  Building  Further- 
ance Program.  It  provided  state  second-mortgage  credits  at  a  1  per 
cent  interest  rate,  repayable  in  thirty  years,  and  was  intended  to 
encourage  and  re-establish  private  home  building.  Nearly  20,000 
dwellings,  most  of  them  larger  and  better  equipped  than  the  average, 
were  financed  under  this  scheme;  about  one- third  were  in  Vienna. 
This  program  came  to  an  end  in  1933  for  lack  of  funds.  A  similar 
program,  used  extensively  by  the  regime  that  displaced  the  Social 
Democrats,  was  a  system  of  state  subsidies  for  the  building  of  private 
homes.  These  subsidies  were  derived  from  the  Federal  Housing  and 
Land  Settlement  Fund,  a  system  of  state  subsidies  for  private  home 
building — dating  back  to  the  old  monarchy — which  was  reorganized 
in  1922  and  still  exists.   Private  efforts  also  received  a  new  and  lasting 
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impetus  from  the  Bausparkassen  or  Building  Societies  movement, 
which  reached  Austria  from  Germany.  This  branch  of  the  savings 
and  home-ownership  movement  aroused  enthusiasm  and  controversy; 
a  statute  finally  established  it  on  a  firm  basis  in  1932.  Its  contribution 
to  Vienna's  housing,  though  not  large  in  terms  of  dwelling  units,  was 
nevertheless  remarkable  for  the  quality  of  the  homes  it  financed  and 
the  soundness  of  its  credit  principles.  Private  home  building  never 
ceased  in  Vienna,  though  it  was  seriously  discouraged  by  the  combina- 
tion of  heavy  taxation  and  direct  municipal  competition. 

Finally,  reference  should  be  made  to  a  form  of  housing  that, 
whether  public  or  private,  was  important  as  a  symptom  and  a  portent. 
Early  in  1931,  hopeless  unemployment  had  caused  an  organized  group 
of  jobless  men  whose  dole  had  expired  to  forcibly  occupy  part  of  the 
Lobau  forests  on  the  eastern  bank  of  the  Danube.  Surrounded  by 
police  and  military  units,  they  surrendered  only  on  a  promise  of  land 
that  would  provide  them  with  a  means  of  gaining  a  livelihood.  This 
event  induced  the  municipality  to  start  a  tentative  land  settlement 
program  for  eighty  unemployed  families  and  to  provide  diminutive 
but  expansible  cottages,  so-called  nucleus  houses  to  be  built  by  the 
applicants  on  a  self-help  basis  on  small  leasehold  lots  of  five-eighths 
of  an  acre  each.  Families  were  credited  with  building  material,  seeds, 
trees,  and  even  some  poultry,  and  instruction  in  gardening  and 
agriculture  was  arranged  for.  Despite  their  drawbacks  of  primitiveness 
and  lack  of  customary  urban  amenities,  these  substandard  colonies 
near  the  northern  and  eastern  borders  of  the  city  offered  a  chance 
to  escape  starvation;  thousands  applied  for  them,  including  many 
tenants  of  municipal  apartments. 

The  cost  of  one  of  these  small  subsistence  homes  (including 
agricultural  equipment)  amounted  to  roughly  one-third  the  average 
cost  of  a  municipal  flat.  The  half-starved,  mostly  unskilled  men  took 
to  their  new  rural  life  surprisingly  well,  developing  a  sort  of  pioneer 
spirit. 

THE  AUTHORITARIAN   AND   NAZI  REGIMES 

In  general,  however,  all  home  building,  private  and  municipal  alike, 
declined  drastically  during  the  ten-year  period  extending  from   the 
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fall  of  the  Social  Democratic  government  to  the  end  of  World  War 
II,  Democratic  government  had  broken  down  in  Austria  because  it 
had  proved  unable  to  relieve  the  country's  economic  distress,  and 
the  authoritarian  government  that  succeeded  it  was  replaced  by  the 
National-Socialist  government  chiefly  for  the  same  reason.  Yet,  as 
regards  housing  in  Vienna,  the  National-Socialist  performance  was 
even  poorer,  though  it  did  considerably  better  in  the  rest  of  Austria. 

During  the  authoritarian  regime  of  Burgomaster  Josef  Schmitz 
(1934-37),  housing  construction  averaged  less  than  3,000  units  an- 
nually, while  under  the  Dollfuss  and  Schuschnigg  era  of  dictatorship 
(1938-44)  only  1,000  units  per  year  were  built.  These  figures  com- 
pare with  an  average  of  5,000  units  per  year  under  the  Social  Demo- 
cratic government.  The  municipality's  share  in  house  construction, 
which  came  to  more  than  80  per  cent  in  that  era,  dropped  to  less 
than  40  per  cent  between  1934  and  1937.  Sharp  as  this  decline  may 
seem,  it  nevertheless  reveals  that  the  new  administration  could  only 
follow,  even  though  on  a  much  smaller  scale,  a  practice  that  had 
been  in  operation  long  enough  to  become  firmly  established.  Powerful 
elements  acted  to  prolong  it:  the  numerous  officials,  technicians, 
and  administrators  within  the  bureaucratic  body,  the  hundreds  of 
firms  and  thousands  of  workers  outside  it,  and  all  the  vested  interests 
engaged  in  the  huge  undertaking.  Besides,  four  years  may  be  too 
short  a  period  to  bring  about  a  complete  reversal  of  policy  even  if 
proclaimed  in  principle.  This  reflection  also  applies  to  the  Nazi 
period,  when  the  municipal  share  in  construction  actually  increased 
to  75  per  cent. 

Under  the  Nazi  regime,  numerous  plans  were  unfolded  for  the 
rebuilding  of  Vienna  as  one  of  the  capitals  of  the  new  German  nation. 
What  all  the  plans  had  in  common,  however,  was  that  they  remained 
more  or  less  on  paper,  and  the  most  remarkable  development  of  the 
period  was  of  a  far  different  sort — a  large  expansion  of  the  home- 
steader movement  already  referred  to.  The  lack  of  a  strong  housing 
program  and  the  impact  of  a  powerful  back-to-the-land  impulse  from 
Germany  proper  combined  with  other  causes  to  bring  about  extensive 
unregulated  development,  disorderly  construction,  and  disregard  of 
building  codes  on  the  part  of  many  homeless,  unemployed,  and  fresh- 
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air-loving  homesteaders.  Thousands  of  these  families  established  them- 
selves in  all  sorts  of  houses  and  shanties  in  the  so-called  "wild  settle- 
ments" built  without  official  permits  on  the  outskirts  of  Vienna. 

Meanwhile,  the  main  change  in  the  housing  picture  inside  the 
city  was  in  the  direction  of  increased  age,  neglect,  and  decay.  Even 
allowing  for  a  dwelling  life  span  of  100  years,  it  would  have  been 
necessary  to  raze  and  reconstruct  several  times  the  number  of  apart- 
ments actually  torn  down  in  the  years  since  the  end  of  the  first  war, 
for  at  least  20  per  cent  of  all  Vienna's  dwellings  were  built  before 
1860.  Between  1910  and  1914,  less  than  2,000  units  were  eliminated 
annually,  but  then  the  vast  majority  of  the  houses,  according  to  the 
1910  census,  was  less  than  50  years  old  and  was  subject  to  a  normal 
standard  of  maintenance.  After  1914,  however,  the  number  of  demoli- 
tions dropped  sharply,  averaging  for  the  whole  period  from  1915  to 
1933  only  a  little  over  100  units  yearly.  Besides,  rent  restriction  pre- 
vented even  most  urgent  repairs.  This  state  of  affairs  continued, 
although  the  rate  of  demolitions  rose  slightly  during  the  authoritarian 
and  National-Socialist  epochs.  Then  air  attacks,  particularly  in  the 
last  two  years  of  the  war,  interfered  with  systematic  building  activities 
and  programs. 

Thus  the  sad  picture  of  Vienna  housing  in  1934 — notwithstand- 
ing the  unique  efforts  of  a  powerful  and  practically  independent 
Socialist  city  government — remained  essentially  the  same  during  the 
decade  that  followed,  until  air  attacks  of  growing  violence  added  the 
grim  touches  of  wholesale  destruction.  Municipal  statistics  give  the 
loss  of  dwelling  units  suffered  through  aircraft  and  artillery  as  being 
close  to  17,000.  Apart  from  these  completely  ruined  tenements, 
partial  damage  necessitated  an  estimated  expenditure  equivalent  to 
the  cost  of  some  30,000  new  dwelling  units. 

THE   postwar  period 

The  problem  that  confronted  the  Austrian  political  parties  who,  with 
the  consent  of  the  victorious  Allies,  took  charge  of  the  country  and  its 
capital  in  1945  was  indeed  one  of  apparently  hopeless  dimensions. 
The  housing  problem  seemed  especially  desperate.  If  1918  had  been 
bad  enough,  1945  was  worse.  A  large  part  of  the  inner  city  of  Vienna, 
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including  the  famous  Opera,  and  many  parts  of  the  suburbs  were  in 
ruins.  Tens  of  thousands  were  without  shelter;  starvation  and  civil 
war  atrocities,  pursued  under  the  cover  of  foreign  military  occupation, 
made  restoration  of  law  and  order  difficult  beyond  description.  If, 
in  the  following  lines,  criticism  is  expressed  in  regard  to  the  policy 
adopted  or  the  legal  or  technical  measures  applied,  it  should  not  be 
taken  in  any  way  as  derogatory  of  the  spirit  of  patriotism,  courage, 
and  self-sacrifice  with  which  the  men  in  office  carried  out  their  duty 
in  those  first  years  of  the  reconstruction  of  Vienna. 

The  Social  Democratic  party — reborn  as  the  Socialist  Party  of 
Austria  (SPO) — had  regained  the  majority,  so  that  it  could  practically 
pick  up  where  it  had  left  off  some  twelve  years  ago.  This  was  made 
easier  by  the  fact  that  many  members  of  the  old  municipal  administra- 
tion had  survived  and  were  still  in  office.  The  dogmatists  of  the 
Socialist  party  were  (and  perhaps  are)  still  unaware  of  the  disastrous 
economic  and  political  effects  of  freezing  large  investments  of  public 
savings  capital  in  huge  housing  blocks  that  would  yield  no  return. 
Besides,  the  troubles  of  the  past  seemed  trifling  in  comparison  with 
the  distress  of  the  present,  with  rent  control  taken  as  a  matter  of 
course,  the  economy  in  a  turmoil,  and  new  construction  a  prime  neces- 
sity. It  is  no  wonder,  therefore,  that  the  old  party  with  the  new  name 
resumed  the  old  municipal  housing  program. 

Nor  was  there  any  opposition  to  it.  The  conservative  Austrian 
People's  party  had  no  other  plan  to  offer,  and  the  Communist  party, 
of  course,  favored  a  program  that  headed  towards  communism.  The 
new  burgomaster.  General  Theodor  Koerner,  who  was  to  become  the 
president  of  the  Republic,  was  an  energetic  old  soldier  naturally  in- 
clined to  energetic  action  along  collectively  organized  lines.  Reform, 
even  if  considered,  would  take  time.  There  was  no  time;  there  was 
simply  crying  need. 

Once  more,  Hardy's  distinction  between  public  housing  as 
emergency  relief  and  as  a  permanent  policy  must  be  referred  to.  For 
again,  as  in  the  first  postwar  period,  a  justifiable  relief  measure  was 
turned  into  an  instrument  of  questionable  social  and  economic  policy. 
Understandably,  perhaps,  the  municipality  and  its  bureaucracy,  once 
in  possession  of  an  important  sector  of  the  national  economy,  were 
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unwilling  to  give  it  up  in  favor  of  free  enterprise  and  competition, 
and  all  the  more  unwilling  because  party  doctrine  confirmed  their 
standpoint. 

At  first,  only  a  small  number  of  new  dwellings  were  constructed 
by  the  city  of  Vienna,  since  funds  were  scarce  and  efforts  were 
rightly  directed  toward  repairing  a  great  number  of  damaged  apart- 
ments. The  city  was  effectively  assisted  by  private  initiative  and 
cooperation  on  the  part  of  both  houseowners  and  tenants;  and  the 
published  statistics  on  home  construction  leave  no  doubt  as  to  the 
large  share  of  such  individual  contributions.  But  gradually  the  revival 
of  economic  life,  stimulated  by  substantial  U.S.  aid  under  the  Marshall 
Plan,  helped  to  refill  the  municipal  coffers  and  enabled  the  city 
council  to  vote  larger  sums  for  the  expanding  housing  program. 

The  program  of  the  second  major  period  of  Vienna  municipal 
housing  was  in  essence  the  same  as  the  first,  and  the  results  were 
similar.  In  their  first  14-year  regime,  the  Socialists  had  built  60,000 
units;  in  their  second  period  of  power,  they  constructed  some  40,000 
units  in  the  11  years  from  1946  to  1956.  The  respective  shares  of 
total  construction  were  much  the  same — 83  per  cent  in  1920-33,  and 
80  per  cent  in  1946-56.  In  the  post- World  War  II  period,  new  home 
building  was  significantly  supplemented  by  repair  of  war-damaged 
units  (some  25,000),  the  municipality's  share  being  some  18  per  cent. 
The  remaining  82  per  cent  was  repaired  by  private  efforts  supported 
by  a  Housing  Reconstruction  Fund  established  in  1948  by  the  federal 
government.  Created  originally  to  help  indemnify  homeowners  and 
tenants  whose  homes  were  destroyed  in  the  war,  this  fund  gradually 
was  transformed  into  an  ordinary  housing  credit  fund  with  extremely 
favorable  terms. 

In  fact,  a  characteristic  of  the  post-World  War  II  period  was 
the  existence  of  a  wide  variety  of  federal  housing  credit  programs, 
each  charging  extremely  low  rates  (typically,  1  per  cent)  for  long 
periods — 70  to  100  years.  Besides  the  Housing  Reconstruction  Fund 
and  the  previously  mentioned  Federal  Housing  and  Land  Settlement 
Fund,  there  were  the  Federal  Housing  and  Homestead  Fund  and  the 
Home  Building  Furtherance  Law  of  1954. 

These  different  forms  of  government  intervention  in  housing  add 
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a  variety  of  features  but  they  also  add  uncertainty  to  the  housing 
picture.  Would-be  builders,  tenants,  or  owner-occupants  have  dif- 
ficulty in  deciding  which  course  to  take.  Rentals  as  fixed  by  the 
municipality  and  the  charges  for  some  of  the  apartments  financed 
by  the  Reconstruction  Fund  and  the  Settlement  Fund,  for  instance, 
range  from  1.72  per  cent  of  construction  cost  per  unit  per  year  in 
municipal  flats  with  minimum  facilities  to  6.80  per  cent  in  a  centrally 
heated,  luxury  apartment,  financed  with  reconstruction  funds.  In 
the  first  instance,  neither  site  nor  construction  cost  is  considered;  in 
the  latter,  the  cost  of  the  site  is  excluded  since  it  has  been  paid  for 
by  the  owners.  Differences  in  the  cost  of  construction  and  in  the 
quality  of  equipment,  apart  from  different  methods  of  financing,  also 
tend  to  produce  anomalies.  There  have  been  proposals  to  abolish 
the  several  separate  government  housing  agencies  and  replace  them 
with  one  institution.  Political  differences,  however,  have  so  far  pre- 
vented this. 

PRESENT  ROLE  OF  THE  BUILDING  SOCIETIES 

Considering  such  disparities  in  the  price  of  housing,  the  question  has 
naturally  arisen  as  to  the  actual  normal  costs  of  housing  without 
government  assistance  or  aid  of  any  kind.  The  best  way  to  answer 
this  query  is  to  consider  that  the  Austrian  building  societies  are  at 
present  granting  loans  on  terms  of  from  6  to  7  per  cent  interest  and 
repayment  within  seventeen  years.  With  construction  costs  ap- 
proximately AS.  1,500  ($57.69)  to  AS.  2,000  ($76.92)  per  square 
meter  (10.7  square  feet)  of  floor  space,  the  monthly  payment,  for 
interest  and  amortization  only,  amounts  to  AS.  12.50  ($0.48)  to  AS. 
17  ($0.65). 

This,  compared  with  subsidized  rents  and  financing  charges, 
clearly  shows  how  near  to  impossible  it  is  for  private  home  building 
to  compete  with  government  housing.  For  this  reason,  Austrian  build- 
ing societies  have  developed  plans  for  combining  their  savings  and 
loan  programs  with  various  state  and  provincial  credit  subsidies  and 
tax  exemption  schemes.  Since  these  devices,  thanks  to  their  easy 
terms,  strain  the  public  resources  to  where  they  are  insufficient  to 
meet  the  demand,  there  is  a  tendency  on  the  part  of  institutions  to 
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prefer  applicants  who  are  able  to  make  larger  down  payments.  In 
this  way,  the  amount  of  loans  necessary  to  complete  any  one  building 
is  reduced,  and  the  total  volume  of  housing  is  increased. 

Thus,  members  of  building  societies  now  have  a  chance  to  obtain 
public  credits,  and  building  societies  are  gaining  ground  as  instru- 
ments of  capital  accumulation  for  potential  builders.  U.S.  foreign 
aid,  initially  used  to  strengthen  the  lending  capacity  of  building 
societies,  was  invested  most  successfully,  and  this,  in  turn,  induced 
the  Austrian  government  to  grant  some  20  million  schillings  in  federal 
credits  to  these  societies  for  the  same  purpose.  The  result  was  a 
remarkable  one.  Savings  doubled  and  mortgage  loans  allotted  trebled, 
exceeding  the  federal  credits  almost  fourfold.  Though  the  percentage 
of  dwellings  financed  by  the  Austrian  building  societies  is  as  yet  very 
small,  their  potential  in  the  home-building  field  points  to  a  very  promis- 
ing future. 

THE  qualitative   SIDE   OF   PUBLIC   HOUSING 

So  far,  results  of  public  measures  in  the  housing  field  have  been 
considered  chiefly  with  regard  to  quantity.  Before  judging  their  total 
effect  and  impact,  it  is  necessary  to  study  the  quality  of  the  housing 
they  created.  There  is  no  doubt  that,  from  a  technical  point  of  view, 
the  quality  of  construction  is  satisfactory.  The  houses  are  well  built 
and  comply  with  all  codes  and  regulations,  as  far  as  these  go.  If  there 
has  been  any  criticism  it  has  been  directed  chiefly  against  the  in- 
adequate size  of  municipal  apartments  and  against  their  concentra- 
tion in  huge,  multistory  walk-ups.  These  discourage  family  life, 
although  they  show  considerable  improvement  over  those  built  in 
the  first  phase.  It  is  also  true  that  the  situation  was  worse  before 
1914,  when  private  builders  were  responsible  for  housing. 

But  since  that  time,  heavy  motor  traffic  has  made  the  streets 
and  even  the  small  city  parks  still  less  of  a  fresh-air  recreation  area 
than  they  were  then.  The  resulting  urge  of  the  people  to  move  to  the 
outskirts  of  the  city  in  garden-enclosed  homes  of  their  own,  as  men- 
tioned earlier  in  this  article,  found  expression  not  only  in  the  villas 
of  the  well  to  do  and  in  well-planned  suburban  rental  estates  for  the 
middle   classes,   but   also   in   unplanned    "wild"    settlements    for    the 
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workingmen's  families.  These  settlements  demonstrate  better  than 
any  other  argument  the  inability  of  the  city  administration  to  satisfy, 
so  far  at  least,  the  real  housing  needs  and  wishes  of  the  people,  by 
tackling  the  pressing  land  and  town  planning  problem  first. 

In  the  first  years  after  World  War  I,  there  was  a  wave  of  talk 
and  literature  about  "garden  cities"  and  "green  belts,"  but  all  this 
was  disregarded  by  the  municipality,  which  had  also  disregarded 
earlier  zoning  ordinances  and  cut  into  many  old  parks  and  gardens 
and  public  open  spaces,  making  for  a  still  greater  congestion  of  popula- 
tion in  many  quarters.  This  same  criticism  applies  no  less  to  the 
second  phase  of  Vienna's  housing  program,  the  present  trend  culminat- 
ing in  the  erection  of  21 -story  elevator  apartments.  To  be  sure, 
private  owner-occupant  and  cooperative  projects,  as  well  as  municipal 
housing,  are  subject  to  the  same  craze  for  tall  buildings,  which  is  no 
doubt  stimulated  by  the  possibility  of  turning  modern  building 
techniques  to  profitable  account  through  rising  land  values.  Still, 
the  city  council,  as  guardian  of  the  public  welfare,  should  have  been 
aware  of  the  consequences  of  this  tendency  and  checked  it,  instead 
of  being  a  party  to  it. 

Further  evidence  of  the  desire  of  the  Viennese  to  give  up  their 
congested  tenement  blocks  in  favor  of  less  sturdy  homes,  still  technical- 
ly up  to  date,  well  equipped,  and  surrounded  by  more  open  space, 
was  supplied  by  a  small  demonstration  project  of  fifteen  prefabricated, 
single-family  houses  with  individual  gardens  in  the  American  pattern. 
These  were  financed  and  constructed  with  foreign  aid  funds  in  1953 
under  the  auspices  of  William  K.  Wittausch,  then  housing  specialist 
of  the  United  States  Economic  Mission  to  Austria.  It  created  a 
sensation,  attracting  more  than  70,000  visitors  in  a  few  weeks  and 
arousing  both  enthusiasm  and  criticism.  The  experiment  is  now  con- 
sidered to  be  a  pioneer  work  in  respect  to  design,  planning,  construc- 
tion, and  equipment.  Its  wider  application  is  under  consideration  by 
the  municipality  itself. 

AFTER   THIRTY  YEARS 

In  March,  1953,  General  Koerner,  the  late  president  of  the  Austrian 
Republic,   admitted   to  a  Viennese   housing  conference   that   public 
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home  building  alone  could  not  solve  the  housing  problem  and  that 
private  building  was  also  necessary.  This  admission  from  one  of  the 
great  leaders  of  the  Socialist  party  was  not  really  as  generous  and 
startling  as  it  seemed;  by  private  building,  it  turned  out,  he  actually 
meant  heavily  subsidized  construction  by  housing  cooperatives,  and 
his  concession  was  far  from  a  turning  point  in  Viennese  housing 
policy.  Nevertheless,  it  did  reflect  a  growing  apprehension  as  to  the 
ultimate  success  of  the  old  policy — an  apprehension  that  is  justified 
by  the  facts.  Summarized  briefly,  the  present-day  results  of  the  thirty- 
year  Socialist  housing  program  are  these: 

1  An  outright  housing  shortage  exists  in  Vienna  of  at  least  10  per 
cent  of  the  existing  stock  of  dwellings. 

2  The  existing  stock  of  dwellings  has  not  been  renewed  and  is  in 
disrepair. 

3  People  have  not  been  able  to  fulfill  their  desires  to  live  in  natural 
open-air  surroundings. 

4  Municipal  housing  projects,  although  in  the  main  well  planned 
and  adequately  constructed,  have  led  to  further  congestion  and  have 
not  been  integrated  into  an  over-all  town  planning  scheme  focused 
on  Vienna's  future  growth. 

5  Inherent  functions  of  the  municipality,  such  as  traffic  and  water 
supply  and  the  provision  of  amenities,  have  been  neglected. 

6  There  is  a  chaotic  situation  in  rents  and  housing  costs,  making 
for  gross  inequities  and  social  friction. 

7  Vienna's  persistently  unsatisfactory  housing  situation  is  one  of 
the  chief  causes  of  its  declining  birth  rate,  which  is  the  lowest  of 
any  in  the  large  cities  of  the  world. 

These  facts  measure  the  failure  of  the  Vienna  housing  program 
of  1918-56.  It  remains  to  be  shown  that  the  causes  of  this  failure 
were  actually  rooted  in  the  program  itself  and  were  not  simply  ac- 
cidental.   First,  however,  some  documentation  of  these  results. 

THE   PRESENT   HOUSING   SHORTAGE 

A  recent  report  by  the  Austrian  Statistical  Office  estimates  the  current 
Vienna  housing  shortage  at  10  per  cent  of  the  existing  stock,  or  about 
65,000  units.    This  corresponds  roughly  to  the  approximately  70,000 
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applicants  for  homes  registered  with  the  Municipal  Housing  Office. 
If  it  is  true  that  many  of  those  seeking  public  apartments  do  so 
because  these  are  remarkably  cheap,  it  is  also  true  that  there  would 
be  many  more  applicants  if  all  the  housing  that  was  obsolete  or  unfit 
for  use  had  been  razed.  By  rejecting  the  replacement  rate  established 
before  1914  as  the  rate  currently  necessary  for  renewal  (though 
meanwhile  many  buildings  had  reached,  or  were  approaching,  the 
100-year  mark),  something  like  75,000  dwellings  instead  of  an  actual 
8,500  units  should  have  been  demolished  and  rebuilt  in  the  last 
forty-three  years. 

To  be  sure,  the  30,000  units  or  their  equivalent  that  were 
destroyed  and  damaged  by  air  raids  and  artillery  were  ripe  for  re- 
placing too,  but  this  still  left  Vienna's  renewal  some  37,000  units 
short.  There  is  little  doubt  that,  in  respect  to  building  volume,  the 
municipal  housing  program  together  with  all  the  other  devices  of 
state  paternalism  are  hopelessly  behind  the  reasonable  and  legitimate 
requirements.  This  failure  is  all  the  more  significant  as  its  last  stage 
coincided  with  an  exceptionally  favorable  period  of  world-wide  eco- 
nomic prosperity  and  with  the  city's  own  fiscal  recovery,  at  the  very 
time  the  number  of  its  inhabitants  declined  further  to  1,636,000. 


URBAN    PLANNING 


It  may  seem  unfair  to  condemn  a  housing  program  for  overlooking 
something  with  which  it  did  not  pretend  to  concern  itself.  And  it 
is  abundantly  clear  that  the  Socialist  government  was  far  less  concerned 
with  the  planning  and  broad  effort  that  make  up  what  we  now  call 
urban  renewal  than  with  the  more  technical  and  political  problem 
of  transferring  the  ownership  of  homes  from  private  to  public  hands. 
Yet  this  in  itself  certainly  shows  a  failure  of  imagination  on  the  part 
of  the  Social  Democrats  and  their  successors.  Suburbs  need  land, 
with  proper  planning  a  prerequisite;  yet  the  great  lesson  of  the 
English  satellite  towns  was  not  heeded,  even  when  the  problems  of 
motorized  traffic  made  decentralization  an  eminent  necessity.  Lacking 
a  comprehensive  scheme  for  future  development  of  the  city,  Vienna's 
administrators  produced  a  hodgepodge,  both  within  the  city  and 
around  it.    And  to  the  extent    (which  was  considerable)    that   this 
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unimaginative  approach  inflated  land  values  and  enforced  costly 
building  designs,  it  actually  hampered  the  home-building  program  too. 
Furthermore,  the  Socialists  did  make  themselves  responsible,  how- 
ever vaguely,  for  the  broader  aspects  of  urban  renewal.  This  appears 
clearly  in  the  concluding  paragraph  of  a  glowing  tribute  that  the 
head  of  the  Vienna  building  department  paid  the  program  in  1956: 

"Many  tasks  are  still  left  to  do;  the  drafting  of  a  law  which 
will  make  sure  that  the  community  will  get  the  land  it  wants,  for 
instance,  constitutes  one  of  the  most  urgent  requirements;  also  the 
preservation  and  further  extension  of  the  open  space  and  recreation 
areas;  the  systematic  decentralization  and  reconstruction  of  the  city, 
the  establishment  of  new  satellite  towns — all  this,  together  with 
social  welfare  home  building,  contributes  to  the  same  purpose,  i.e. 
to  provide  a  better  way  of  life  in  decent  surroundings  for  the  people 
of  this  city."* 

Manifestly,  urban  planning  and  renewal  were  within  the  purview 
of  the  Viennese  government,  but  ranked  second  in  importance  to 
"social  welfare  home  building."  Actually,  this  preoccupation  with 
public  housing  has  also  prevented  even  good  urban  maintenance. 
Spending  something  like  one-sixth  of  its  budget  on  housing  invest- 
ments, which  are  not  only  frozen  in  themselves  but  lead  to  heavy 
additional  maintenance  expenditures  for  years  to  come,  the  city  gov- 
ernment was  forced  to  neglect  other  important  public  works,  such  as 
the  modernization  of  traffic,  the  building  of  new  water  mains,  snow 
removal  and  street  cleaning,  and  even  the  paving  of  sidewalks. 

The  enormous  disparity  in  costs  and  rents  of  newly  built  homes 
has  already  been  referred  to;  it  has  its  counterpart  in  the  rentals  of 
the  old  houses  that  still  shelter  about  three-fourths  of  the  city's  in- 
habitants. The  4.7  per  cent  of  a  family's  total  income  devoted  to 
housing  (according  to  the  Austrian  Central  Office  of  Statistics)  is 
economically  unsound,  not  only  because  it  fails  to  cover  even  the 
costs  of  maintenance  and  repair,  but  because  it  contains  differences 
ranging  from  one-tenth  to  ten  times  the  nominal  rent  per  month  for 


4  From    a   statement   by   Town    Councilor   Leopold   Thaller    in    an    official    brochure,    "The 
Social  Welfare  Home  Building  Performance  of  the  City  of  Vienna,"    1956. 
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identical  quarters,  especially  where  subtenants  are  involved.  Naturally, 
this  chaotic  situation  is  reflected  in  the  spending  habits  of  the  masses, 
leading  to  great  disparities  in  consumption  between  the  favored  group 
and  those  who  are  forced  to  put  up  with  a  considerably  lower  standard 
of  living.  Social  tension  and  friction  are  intensified  by  this  artificial 
situation. 

The  contention  is  often  put  forward  that  any  change  in  the 
existing  rental  structure  would  have  disastrous  effects  on  prices  and 
Austria's  competitive  position  in  the  world  market;  such  a  contention 
ignores  the  fact  that  a  large  and  constantly  growing  proportion  of 
Austria's  workers  already  bear  the  full  burden  of  present-day  building 
costs  and  interest  rates,  in  terms  of  the  rents  and  housing  payments 
they  make,  without  getting  higher  wages.  In  fact,  the  city  authorities 
might  have  saved  large  sums  of  public  funds  if  they  had  made  con- 
structive use  of  this  self-help  spirit  among  the  people.  This  could, 
of  course,  only  have  been  possible  by  encouraging  the  building  of 
single-family  homes  instead  of  blocks  of  apartments. 

The  Vienna  housing  situation  seems  to  have  had  yet  another 
important  social  effect.  At  any  rate,  it  can  hardly  be  mere  coincidence 
that  Vienna,  the  city  that  boasts  of  "the  most  elaborate  and  carefully 
thought-out  program  of  municipal  social  services,"  is  at  the  same  time 
the  city  with  the  lowest  birth  rate  in  the  world.  Certainly,  this  is 
not  due  to  a  special  disinclination  of  the  Austrian  people  in  general 
to  propagate  their  kind;  the  rest  of  the  country  enjoys  a  birth  rate 
quite  in  line  with,  or  even  greater  than,  that  of  neighboring  Ger- 
many— namely,  17  per  thousand.  By  contrast,  Vienna's  is  only  9 
per  thousand.  Nor  can  this  exceedingly  low  figure  be  explained  away 
by  difficulties  of  founding  a  household  or  of  finding  a  home,  or  by 
the  necessity  for  young  wives  to  go  out  and  help  increase  the  hus- 
band's income.  All  these  by-products  of  modern  civilization  are 
common  to  most  other  European  cities. 

Rather,  the  low  birth  rate  would  seem  to  be  a  result  of  the 
poor  conditions  and  wrong  character  of  most  of  Vienna's  housing, 
marked  as  it  is  by  a  high  proportion  of  small,  inadequate  flats  up 
several  flights  of  stairs  and  located  far  from  open  spaces.  The 
persistent  flight  to  the  suburbs  on  the  part  of  low-income  families — 
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in  spite  of  the  inducements  of  low  rents  in  the  city — would  appear 
to  support  this  argument.  Vienna,  in  other  words,  has  not  been 
designed  and  is  not  being  designed  for  the  rearing  of  families. 

EFFECTS  OF  PRIVATE  ENTERPRISE 

If  the  effects  so  far  described  lead  to  the  conclusion  that  public 
home  building  is  far  from  a  solution  to  the  housing  problem,  it  may 
well  be  asked  in  turn:  Why,  then,  did  private  home  building  also 
fail  in  Vienna  prior  to  1914?  Hardy  supplies  the  reason  when  he 
comments:  "More  significant  even  than  the  weakness  of  any  build- 
ing code  was  the  vicious  character  of  the  taxing  system  of  pre-war 
Vienna."^  And  this  same  obstacle  of  adverse  taxation  persists  to  this 
day.  In  Vienna  before  1914,  the  tax  on  houses  amounted  to  more 
than  40  per  cent  of  gross  rentals.  It  was  especially  adverse  in  that 
gross  rentals  so  often  included  different  proportions  of  building  costs 
and  ground  rent,  depending  on  the  location  of  a  property.  In  the 
center  of  the  city,  this  proportion  of  building  to  land  costs  was  nearly 
1  to  4,  whereas  it  would  be  more  nearly  the  reverse,  or  4  to  1,  for 
properties  on  the  outskirts.  A  property  tax  of  40  per  cent,  or  two- 
fifths  of  the  total  gross  rentals,  would  therefore  leave  building  invest- 
ments untouched  in  the  center  of  town,  requiring  only  part  of  the 
ground  rent,  whereas  in  the  case  of  peripheral  properties  it  would 
take  not  only  all  of  the  ground  rent,  but  part  of  the  capital  invested 
in  the  building.  Building  in  the  center  of  the  town  would  therefore 
always  be  a  highly  profitable  proposition,  whereas  on  the  outskirts 
it  was  only  possible  when  the  property  tax  was  temporarily  reduced. 
This  accounts  for  the  paradoxical  situation  in  Vienna  before  1914, 
as  well  as  in  other  European  cities  with  similar  methods  of  taxation — 
a  large  number  of  empty  apartments  at  a  time  when  there  was  a 
shortage  of  dwellings  and  extreme  congestion.  The  implication  drawn 
from  the  above  is  that  the  more  taxation  rests  on  land  values,  the 
less  it  interferes  with  normal  home  construction  and  investment. 

Significantly,  present  methods  of  taxation  in  most  countries  make 
reform  along  these  lines  still  more  difficult  since  taxes  have  almost  no 

5  The  Housing  Program   of  the  City  of   Vienna,  p.    117, 
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relation  to  land  values,  but  instead  relate  to  incomes,  wages,  and 
consumption,  including  housing.  Hence,  nearly  all  countries  had 
housing  shortages — even  Sweden,  which  was  not  touched  by  war. 


THE   UNDERLYING  REASONS 

Back  of  the  failure  of  the  Vienna  public  housing  program  lie  certain 
obvious  reasons.  One  of  them,  already  discussed,  is  the  doctrinaire 
preoccupation  with  public  ownership  at  the  expense  of  a  broader, 
more  humane  concern  with  the  end  toward  which  such  ownership  is 
supposed  to  be  directed — the  improvement  of  the  community  and 
of  the  lot  of  its  citizens.  Less  obvious  and  equally  important  is 
another  reason :  the  dogmatic  application  of  an  economic  technique — 
tax  financing.  Such  a  technique  can  be  justified  as  a  short-term  ex- 
pedient, but  it  is  basically  derivative  and  regressive,  an  extraction 
process  rather  than  a  creative  or  productive  one  such  as  is  obtained 
when  positive  human  desire  enters  into  an  economic  enterprise.  It 
is  the  latter  process  that  characterizes  private  initiative  and  gives  it 
its  remarkable  powers  of  growth.  Growth,  in  fact,  is  just  what  is 
missing  in  the  Vienna  housing  program.  It  could  and  did  redistribute 
the  housing  wealth,  but  it  was  unable  to  stimulate  human  interests 
and  desires  to  create  any.  Thus,  it  was  not  only  unable  to  improve 
the  total  housing  situation,  it  was  not  even  able  to  maintain  it. 

That  this  failure  is  basically  a  failure  in  attitude  can  be  seen  in 
another  excerpt  from  the  statement  of  Leopold  Thaller,  the  Vienna 
building  official  quoted  previously.  Reviewing  the  progress  of  the 
Vienna  program  from  1947  to  1956,  he  declared: 

"Today,  9  years  later,  we  are  not  only  filled  with  satisfaction 
for  having  completed  50,000  dwellings  which  have  become  the 
cultured  homes  of  more  than  150,000  human  beings;  we  also  see 
from  examples  all  over  the  world  that  the  course  we  took  in  1923 
was  right.  In  many  countries  social  welfare  home  building,  at  first 
so  much  contested,  has  made  its  way,  and  even  nations  whose 
conception  of  the  world  tends  towards  private  initiative,  such  as 
the  United  States,  are  becoming  increasingly  conscious  of  the  fact 
that  the  problem  of  creating  dwelling  space  especially  for  the 
financially   weaker   members   of   the   population   can   only   be   solved 
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by    'social   welfare'    type    home   building   which    provides    cheap    and 
sanitary  public  housing  through  public  means. 

"It  is  one  of  the  strong  points  of  municipal  housing  that  the 
invested  capital  is  written  off,  the  building  is  free  of  debt,  and 
rent  is  merely  a  token  contribution  towards  maintenance  and  operat- 
ing expenses.  .  .  .  "^ 

This  expression  of  the  views  and  aims  on  the  part  of  a  responsible 
town  councilor  amounts  to  an  official  declaration  of  policy.  It 
evidences  the  firm  conviction  that  the  municipality  is  on  the  right 
track,  and  this  belief  is  strengthened  by  the  sight  of  actually  or 
seemingly  parallel  methods  adopted  in  other  countries,  and  is  even 
nourished  by  completely  different  approaches  such  as  those  used  in 
the  United  States.  The  lesson  to  be  learned  from  the  latter  example 
would  have  been  to  reduce  public  housing  to  a  minimum  necessary 
to  help  really  destitute  citizens,  and  rely  on  and  encourage  private 
initiative  and  the  savings  of  home  buyers  to  overcome  the  housing 
shortage.  Instead,  Councilor  Thaller  triumphantly  points  to  the 
negligible  proportion  of  government-financed  housing  in  the  United 
States  (less  than  5  per  cent  of  the  total)  to  justify  his  position  in 
Vienna.  What  is  regarded  in  this  country  as  a  stop-gap  solution  is 
marked  by  him  as  the  principal  remedy. 

More  important  by  far  is  the  fact  that  the  weakest  point  in  the 
Vienna  housing  program — the  writing  off  of  capital  investment,  which 
means  that  it  is  given  away — is  declared  to  be  one  of  its  strongest 
points.  This  is  to  make  a  virtue  of  redistribution  of  wealth  at  the 
expense  of  the  creation  of  it,  since  necessarily  it  renders  private  home 
building  permanently  and  hopelessly  unprofitable.  No  private  builder 
can  compete  with  arbitrarily  fixed  prices  on  houses  or  rents  that  are 
considered  token  contributions  and  have  nothing  to  do  with  actual 
costs  based  on  sound  competition  in  the  planning,  construction,  and 
the  assumption  of  business  risks.  As  long  as  this  practice  continues 
in  Vienna,  there  can  be  no  revival  of  private  home-building  activities 
on  equitable  business  lines,  nor  can  capital  accumulation  be  expected 
for  that  purpose;  therefore,  the  housing  shortage  must  continue  as  a 
self-inflicted  evil. 

6  "The  Social  Welfare  Home   Building   Performance   of   the   City   of   Vienna." 
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CONCLUSION 

In  outlining  the  history,  the  results,  and  the  chief  causes  of  the  failure 
of  a  major  effort  at  public  housing  construction,  the  writer  has  had 
constantly  in  mind  the  imperative  need  for  urban  renewal,  not  only  in 
Vienna,  but  also  in  the  United  States.  It  should  be  clear  from  the 
article  that  urban  renewal  should  have  been  the  goal  of  the  Vienna 
program,  not  merely  the  construction  of  public  housing  or  the  transfer 
of  homes  from  the  private  to  the  public  sector.  It  should  also  be 
evident  that  the  failure  to  be  explicit  about  this — to  genuinely  focus 
all  efforts  on  renewal  and  rebuilding  of  the  city  as  a  whole — actually 
had  a  dampening  effect  on  home  building  itself. 

More  to  the  point  in  America  perhaps  is  this  corollary:  The  kind 
of  building  enterprise  and  finance  system  to  be  depended  on,  whether 
private  or  public,  makes  a  real  difference  in  an  urban  renewal  pro- 
gram. Admittedly,  this  arises  only  by  inference  in  the  Vienna  case, 
since  private  home  building  has  been  too  harassed  and  too  small  to 
demonstrate  its  capabilities.  Nevertheless,  the  failure  of  public  enter- 
prise was  evident,  and  so  was  the  chief  reason — its  inability  to  promote 
growth.  Whatever  form  it  finally  takes,  the  key  to  successful  urban 
renewal  in  America  is  almost  certainly  going  to  be  the  degree  of 
spontaneous  growth  that  follows  after  the  initial  public  steps  have 
been  taken.  Developers  of  urban  renewal  programs  will  be  well 
advised  to  see  that  their  plans  are  designed  to  stimulate  that  growth, 
not  simply  to  supplant  it. 
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